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INDEPENDENT AUDITORS’ REPORT

Honorable Mayor, City Manager and City Council
City of Kingston, Tennessee
Kingston, Tennessee

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of City of Kingston
Tennessee, as of and for the year ended June 30, 2013, and the related notes to the financial statements,
which collectively comprise the City’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

107 Armour Road - P.O. Box 626 - Kingston, TN 37763
8653769564 - fax 8653761819 - www.ducpa.com



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the City of Kingston, Tennessee, as of June 30, 2013,
and the respective changes in financial position, and, where applicable, cash flows thereof for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

'Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 5 through 10 and Schedule of Funding Progress — Political Subdivision
Pension Plan Supplementary Information on page 43 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted
of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do
not express an opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Kingston, Tennessee’s basic financial statements. The list of city
officials, individual nonmajor fund financial statements, schedule of property taxes receivable, and
schedule of long-term debt requirements are presented for purposes of additional analysis and are not a
required part of the basic financial statements. The schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is also not a
required part of the basic financial statements.

The individual nonmajor fund financial statements, schedule of expenditures of federal and state awards,
schedule of property taxes receivable, and schedule of long-term debt requirements are the responsibility
of management and were derived from and relate directly to the underlying accounting and other records
used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the individual nonmajor fund financial statements, schedule of
expenditures of federal and state awards, schedule of property taxes receivable, and schedule of long-
term debt requirements are fairly stated in all material respects in relation to the basic financial
statements as a whole.

The list of city officials, schedule of utility rates and number of customer served, water utility reporting
worksheet, and schedule of insurance coverage have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we do not express an opinion or
provide any assurance on them. '
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
November 26, 2013, on our consideration of the City of Kingston, Tennessee’s internal control
over financjal reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering City of Kingston, Tennessee’s internal
control over financial reporting and compliance.

MU@JEW - Qaa’d, P e

Kingston, Tennessee
November 26, 2013



CITY OF KINGSTON, TENNESSEE
Management’s Discussion and Analysis
JUNE 30, 2013

The City of Kingston Management’s Discussion and Analysis (MD&A) is a supplementary
document in addition to, and part of, the municipality’s annual audit report. As management of the
City of Kingston, we offer readers of the City’s financial statements this narrative overview and
analysis of the financial activities of the City of Kingston for the fiscal year ended June 30, 2013.
The Governmental Accounting Standards Board (GASB-34) requires that the MD&A be developed
by the administration and management of the municipality. The city has the accounting firm of
Daniels, Uselton & Clay, P.C., Kingston, TN, under contract to complete the annual audit of the
city’s finances. Readers are encouraged to consider the information presented here in conjunction
with the City’s financial statements.

Financial Highlights and Overview:

e At June 30, 2013, the assets of the City of Kingston exceeded its liabilities by $21,170,562.
Of this amount, $4,383,037 is considered unassigned funds and may be used to meet the
City’s ongoing obligations to citizens and creditors.

o The City issued new debt during the current fiscal year in the amount of $4,126,987 which
the amount paid down on debt totaled $1,186,693 resulting in a net increase in debt of
$2,940,294.

o At the end of the current fiscal year, the City’s enterprise (water and sewer) fund reported an
ending fund balance of $13,001,262. Of this amount, $2,898,696 or 22% is in restricted
funds.

Overview of the Financial Statements:

This discussion and analysis is intended to serve as an introduction of the City of Kingston’s basic
financial statements. The City of Kingston’s basic financial statements comprise three components:
1) government-wide financial statements, 2) fund financial statements, and 3) notes to the financial
statements. This report also contains other supplementary information in addition to the basic
financial statements.

Government-wide Financial Statements:

The Government-wide Financial Statements are designed to provide readers with a broad overview
of the City of Kingston’s finances, in a manner similar to a private-sector business.

The Statement of Net Position presents information on all of the City’s assets and liabilities, with the
difference between the two reported as net position. Over time, increases or decreases in net
‘position may serve as a useful indicator of whether the financial position of the City is improving or
deteriorating.




CITY OF KINGSTON, TENNESSEE
Management’s Discussion and Analysis
JUNE 30, 2013

The Statement of Activities presents information showing how the City’s net position changed
- during the most recent fiscal year. All changes in net position are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues
and expenses are reported in this statement for some items that will only result in cash flows in
future fiscal periods (e.g., uncollected taxes and earned but unused compensated absences).

Both of the Government-wide Financial Statements distinguish functions of the City of Kingston
that are principally supported by taxes and intergovernmental revenues (governmental activities)
from other functions that are intended to recover all or a signification portion of their costs through
user fees and charges (business-type activities). The governmental activities of the City include
general government, public safety, highways and streets, drug enforcement, parks and recreation and
waste management services. The business-type activities include City of Kingston Water
Department wastewater and waterworks services.

Fund Financial Statements:

A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The City of Kingston, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. ~ All of the funds of the City of Kingston can be divided into two categories:
governmental funds and proprietary funds.

Governmental Funds:

Government funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus on near-term inflows and
outflows of spendable resources, as well as on balances of spendable resources available at the end
of the fiscal year. Such information may be useful in evaluating a government’s near-term financing
requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund statement
* of revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.



CITY OF KINGSTON, TENNESSEE
Management’s Discussion and Analysis
JUNE 30, 2013

Proprietary Funds:

The City of Kingston maintains a Water and Sewer fund as an enterprise or proprietary fund.
Enterprise funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. Proprietary funds provide the same type of information as
the government-wide financial statements, only in more detail. The proprietary fund financial
statements provide separate information of the Water and Sewer activities, which is also considered
a major fund of the City.

Notes to the Financial Statements:

The notes provide additional information that is essential to a full understanding of the data provided
in the government-wide and fund financial statements.

Other Information:

In addition to the basic financial statements and accompanying notes, this report also presents certain
required supplementary information concerning the City of Kingston’s budgetary fund balance,
noting variances with actual and final budget amounts.

Government-Wide Financial Analysis:

The following table provides a summary of the City’s net position at June 30, 2013 and 2012:

Increase/ % Increase/
June 30,2013 June 30,2012  (Decrease)  (Decrease)

Current and other assets $ 9442636 $ 12,066,361 $ (2,623,725) -21.74%
Capital assets 28,351,211 21,307,549 7,043,662 33.06%
Total assets $ 37,793,847 $ 33,373,910 § 4,419,937 13.24%
Long-term liabilities outstanding $ 13,612,571 $ 11,885,916 $ 1,726,655 14.53%
Other liabilities 3,010,714 3,010,110 604 0.02%
Net position 21,170,562 18,477,884 2,692,678 14.57%
Total liabilities and net position $ 37,793,847  $ 33,373,910 § 4,419,937 13.24%




CITY OF KINGSTON, TENNESSEE
Management’s Discussion and Analysis
JUNE 30, 2013

The following table provides a summary of the City’s changes in net position for the years
ending June 30, 2013 and 2012:
Increase/ % Increase/

June 30,2013 June 30,2012  (Decrease) (Decrease)

Revenues

Governmental activities $ 7,189,184 $ 6,057,956 $ 1,131,228 18.67%

Business-type activities 3,510,659 8,221,126 (4,710,467) -57.30%
Total revenues $ 10,699,843 § 14,279,082 $ (3,579,239) -54.91%

Expenses $ 8,007,165 §$§ 7,481,181 $ 525984 -6.65%
Change in net position $ 2,692,678 § 6,797,901 $ (4,105,223) -60.39%

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. In the case of the City of Kingston, total assets exceeded liabilities by $21,170,562 at the
close of this fiscal year.

The largest portion of the City of Kingston’s net position (66%) reflects its investment in capital
assets (e.g., land, buildings, vehicles, equipment, and infrastructure), less any related debt used to
acquire those assets that are still outstanding. The City of Kingston uses these capital assets to
provide services to its citizens; consequently, these assets are not available for future spending.
Although the City of Kingston’s investment in capital assets is reported net of related debt, it should
be noted that the resources needed to repay this debt must be provided from other sources, since the
capital assets themselves cannot be used to liquidate these liabilities.

Financial Analysis of the City’s Funds:

As noted earlier, the City of Kingston uses fund accounting to ensure and demonstrate compliance
with finance-related requirements.



CITY OF KINGSTON, TENNESSEE
Management’s Discussion and Analysis
JUNE 30, 2013

Governmental Funds:

The focus of the City’s governmental funds is to provide information on near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the City of
Kingston’s financing requirements. In particular, unassigned fund balance may serve as a useful
measure of the City’s net resources available for spending at the end of the fiscal year. As of June
30, 2013, the City of Kingston’s general fund reported an ending fund balance of $1,782,910 a
decrease in comparison with the prior year. The Special Revenue Funds reported an ending fund
balance of $2,383 a decrease in comparison to the prior year.

The general fund is the chief operating fund of the City of Kingston. At June 30, 2013, unassigned
fund balance of the general fund was $1,782,910. As a measure of the general fund’s liquidity, it
may be useful to compare both the unassigned fund balance and the total fund balance to total fund
expenditures. Unassigned fund balance represents 23% of total general fund expenditures. The fund
balance decreased $59,769 as a result of the current fiscal year operations.

Proprietary Funds:

The City’s proprietary fund provides the same type of information found in the government-wide
financial statements, but in more detail.

Unrestricted net assets of the Water and Sewer fund at the end of the year amounted to $2,467,711.
The total decrease in net assets for the Water and Sewer fund was $2,549,016. The fund had
$7,634,855 in net assets invested in capital assets net of related debt. Factors concerning the
financial position of this fund have already been addressed in the discussion of the City’s business-
type activities.

Capital Assets:

The City of Kingston’s investment in capital assets for its governmental activities as of June 30,
2013, amounted to $10,036,532. This investment includes land and land improvements, buildings,
machinery, and equipment. In the City’s proprietary fund, the utility plant in service (net of
depreciation) as of June 30, 2013, is $18,314,679.

Major capital asset events during the current fiscal year included the following:
eCompletion of Rockwood Interconnect
eConstruction of new sewer lines
e Acquisition of New City Hall Building
eCompletion of Phase IIA of Gallaher Road
eConstruction of Phase IIB of Gallaher Road
¢ Acquisition of Obsolete DOD Equipment



CITY OF KINGSTON, TENNESSEE
Management’s Discussion and Analysis
JUNE 30, 2013

Capital assets of the City of Kingston at June 30, 2013 are as follows:

Governmental  Business-type

activities activities Total
Land $ 735,089 $ 270,618 $ 1,005,707
Buildings and improvements 4,596,368 - 4,596,368
Machinery and equipment ' 3,915,919 405,514 4,321,433
Water plant and distribution - 8,532,893 8,532,893
Sewer plant and transmission - 12,827,642 12,827,642
Other improvements 4,599,201 - 4,599,201
Start up cost - 128,611 128,611
Construction in progress 1,853,954 4,608,556 6,462,510
Total capital assets at cost 15,700,531 26,773,834 42,474,365
Accumulated depreciation (5,664,496) (8,459,155) (14,123,651)
Capital assets, net $10,036,035 $ 18,314,679 $ 28,350,714

Economic Factors and Next Year’s Budget and Rates:
The following factors were considered in preparing the City’s budget for the 2013-2014 fiscal year.

e Water and sewer rates were increased by 5%.

e With the exception of business taxes, state shared revenues have increased somewhat over
the past few years.

Inflationary trends in health care and fuel costs continue to impact increases in next year’s
budget projections.

RUS/USDA loans and grants are expected to close during 2014.

Requests for Information

This financial report is designed to provide a general overview of the City of Kingston’s
finances. Questions concerning any information provided in this report or requests for any
additional financial information should be addressed to the Office of the City Manager, City of
Kingston, 900 Waterford Place., Kingston, Tennessee 37763.
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CITY OF KINGSTON, TENNESSEE
STATEMENT OF NET POSITION

JUNE 30, 2013
Primary Government Primary Government
Governmental Business-type Governmental Business-type
Activities Activities Total Activities Activities Total
ASSETS LIABILITIES
Current Assets Current Liabilities
Cash and cash equivalents $ 1,510,489 § 1,335,259 § 2,845,748 Accounts payable 167,262 9,174 176,436
Receivables, net 2,395,497 477,660 2,873,157 Accrued employee benefits 40,000 20,000 60,000
Inventories - 72,725 72,725 Accrued interest - 5,187 5,187
Unbilled revenue - 277,483 277,483 Current portion of long-term debt 391,352 466,225 857,577
Grants receivable 36,064 416,643 452,707 Other 63,763 (10,306) 53,457
Total Current Assets 3,942,050 2,579,770 6,521,820 Total Current Liabilities 662,377 490,280 1,152,657
Other Assets Long-Term Liabilities
Restricted cash - 2,898,696 2,898,696 Long-term debt 3,398,972 10,213,599 13,612,571
Unamortized bond discount 11,480 10,640 22,120 Accrued employee benefits 18,738 98,644 117,382
Start-up costs - 128,611 128,611 Deferred revenue - taxes 1,740,675 - 1,740,675
Less: allowance for amortization - (128,611) (128,611)
Capital assets Total Long-Term Liabilities 5,158,385 10,312,243 15,470,628
Land 735,089 270,618 1,005,707

Other capital assets, net 9,301,443 18,044,061 27,345,504 Total Liabilities 5,820,762 10,802,523 16,623,285

Total Other Assets 10,048,012 21,224,015 31,272,027 NET POSITION

Investment in capital assets, net of related debt

net of related debt 6,246,208 7,634,855 13,881,063
Total Assets $ 13990062 § 23,803,785 § 37,793,847 Restricted 7,766 2,898,696 2,906,462
Unrestricted 1,915,326 2,467,711 4,383,037
Total Net Position 8,169,300 13,001,262 21,170,562
Total Liabilities and Net Position $ 13,990,062 $ 23,803,785 $_ 37,793,847

See accompanying notes to financial statements.
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CITY OF KINGSTON, TENNESSEE

STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2013
Net Revenue (Expense) and
Program Revenues Changes in Net Assets
Operating Primary Government
Charges for Grants and ) Governmental Business-type
Expenses Services Contributions Activities Activities Total
Governmental Activities

General government $ 1,074,294 $ 3,630 $ - $ (1,070,664) $ -3 (1,070,664)
Public safety 1,917,288 - 465,250 (1,452,038) - (1,452,038)
Public welfare . 1,741,658 24,205 - (1,717,453) - (1,717,453)
Drug fund 8,642 4,779 - (3,863) - (3,863)

Waste management 290,610 327,043 - 36,433 - 36,433
Interest on long-term debt 53,778 - - (53,778) - (53,778)
Total Governmental Activities 5,086,270 359,657 465,250 (4,261,363) - (4,261,363)

Business-Type Activities

Water and Sewer Fund 2,920,895 3,018,996 491,663 - 589,764 589,764

Total Business-Type Activities 2,920,895 3,018,996 491,663 - 589,764 589,764
Total Primary Government $ 8,007,165 $ 3,378,653 $ 956,913 (4,261,363) 589,764 (3,671,599

General Revenues

Property taxes 1,819,118 - 1,819,118

Sales taxes 963,004 - 963,004

Business taxes 34,041 - 34,041

Other local taxes 270,654 - 270,654

Intergovernmental revenues 801,567 - 801,567

Licenses and permits 124,581 - 124,581

Fines and fees 122,438 - 122,438

Investment earnings 2,612 - 2,612

Other revenues 2,226,262 - 2,226,262

Total General Revenue 6,364,277 - 6,364,277

CHANGE IN NET POSITION 2,102,914 589,764 2,692,678

NET POSITION AT THE BEGINNING OF THE YEAR 6,066,386 12,41 1,498 18,477,884

NET POSITION AT THE END OF THE YEAR $ 8,169,300 $ 13,001,262 $ 21,170,562

See accompanying notes to financial statements.
-12-



CITY OF KINGSTON, TENNESSEE

GOVERNMENTAL FUNDS
BALANCE SHEET
JUNE 30, 2013
Other Total
Governmental Governmental
General Funds Funds
ASSETS
Cash and cash equivalents $ 1,508,106 $ 2,383 $ 1,510,489
Property taxes receivables, net 1,972,760 - 1,972,760
Other taxes receivable 422,737 - 422,737
Grants receivable 36,064 - 36,064
TOTAL ASSETS $ 3,939,667 $ 2,383 $ 3,942,050
LIABILITIES
Liabilities
Accounts payable 167,262 - 167,262
Accrued employee benefits 40,000 - 40,000
Accrued interest - - -
Other current liabilities 63,763 - 63,763
Deferred revenue 1,885,732 - 1,885,732
TOTAL LIABILITIES 2,156,757 - 2,156,757
FUND BALANCES
Unassigned 1,782,910 - 1,782,910
Restricted, reported in nonmajor
Special revenue funds - 2,383 2,383
TOTAL FUND BALANCES 1,782,910 2,383 1,785,293
TOTAL LIABILITIES
AND FUND BALANCES $3,939,667 $ 2383 § 3,942,050

See accompanying notes to financial statements.
-13-



CITY OF KINGSTON, TENNESSEE
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO STATEMENT OF NET POSITION
JUNE 30, 2013

Total Fund Balance - Governmental Funds $ 1,785,293
Amounts reported for governmental activities in the statement of net assets are different because

Capital assets used in governmental activities are reported
in the statement of net position; however, they are not current
financial resources and therefore are not reported in the
governmental funds balance sheet 10,048,012

Some of the City's taxes will be collected after year-end, but are not
available soon enough to pay for the current period's expenditures;
therefore, they are reported as deferred revenue in the
governmental funds balance sheet. 145,057

Long-term liabilities are not due in the current period
and, therefore, are not reported in the governmental

funds balance sheet. (3,809,062)
Net Position of Governmental Activities $ 8,169,300

See accompanying notes to financial statements.
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CITY OF KINGSTON, TENNESSEE

STATEMENT OF REVENUE, EXPENDITURES AND

CHANGES IN FUND BALANCES

‘GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2013
Other Total
Governmental Governmental
General Funds Funds
REVENUE
Local taxes $ 3,182,472 $ - $ 3,182,472
Intergovernmental 801,567 - 801,567
Public welfare 3,630 - 3,630
Licenses and permits 124,581 - 124,581
Fees for services 24,205 - 24,205
Fines and forfeitures 122,438 - 122,438
Drug fund - 4,779 4,779
Waste management 327,043 - 327,043
Other revenues 2,236,012 - 2,236,012
Investment earnings 2,612 - 2,612
TOTAL REVENUE 6,824,560 4,779 6,829,339
EXPENDITURES
Current:
General government 890,742 6,942 897,684
Public safety 1,789,558 - 1,789,558
Public welfare 2,016,623 - 2,016,623
Capital outlay 3,767,103 - 3,767,103
Debt Service:
Principal 716,404 - 716,404
Interest 53,886 - 53,886
TOTAL EXPENDITURES 9,234,316 6,942 9,241,258
EXCESS OF
REVENUE OVER EXPENDITURES (2,409,756) (2,163) (2,411,919)
OTHER FINANCING SOURCES
Debt proceeds 2,348,987 - 2,348,987
TOTAL OTHER FINANCING SOURCES 2,348,987 - 2,348,987
EXCESS (DEFICIENCY) OF REVENUES AND OTHER
FINANCING SOURCES OVER EXPENDITURES
AND OTHER FINANCING SOURCES (60,769) (2,163) (62,932)
FUND BALANCES AT THE BEGINNING OF THE YEAR 1,843,679 4,546 1,848,225
FUND BALANCES AT THE END OF THE YEAR $ 1,782,910 $ 2,383 $ 1,785,293

See accompanying notes to financial statements.
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CITY OF KINGSTON, TENNESSEE
RECONCILIATION OF THE STATEMENT OF REVENUE
EXPENDITURES AND CHANGES IN FUND BALANCES OF
GOVERNMENTAL FUNDS TO STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2013

Net change in fund balances - total governmental funds $  (62,932)
Amounts reported for governmental activities in the statement of activities are different because:

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense:
Acquisition of capital assets 3,723,518
Depreciation expense (330,740)

Repayment of long-term debt is an expenditures in the governmental funds, but
reduces the long-term liabilities for governmental activities.
Repayment of long-term debt 764,506
Other financing sources (2,348,987)

Revenue reported in the statement of activities that do not provide current
financial resources are not reported as revenue in the governmental

fund financial statements. 359,844

The statement of activities reports the full portion of accrued employees benefits.

However, in the governmental funds, only the current portion is recorded. (2,295)
Change in Net Position of Governmental Activities $ 2,102,914

See accompanying notes to financial statements.
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CITY OF KINGSTON, TENNESSEE

GENERAL FUND
STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND
BALANCE
BUDGET AND ACTUAL
YEAR ENDED JUNE 30,2013
Variance
Budget Favorable/
Original Final Actual (Unfavorable)
REVENUE
Taxes:
Property taxes $ 1,843,086 $1,845916 §$1,827363 §  (18,553)
Interest & penalty 17,000 17,000 21,798 4,798
In-Lieu of tax payments 46,676 46,676 57,188 10,512
Local sales tax 1,088,242 1,088,242 1,050,414 (37,828)
Business tax 82,000 82,000 34,041 (47,959)
Wholesale liquor tax 47,000 47,000 43,631 (3,369)
Wholesale beer tax 179,250 179,250 169,835 (9,415)
3,303,254 3,306,084 3,204,270 $ (101,814)
Intergovernmental:
State income tax 46,160 46,160 61,358 15,198
State beer tax 3,138 3,138 2,934 (204)
State sales tax 401,780 401,780 409,073 7,293
State liquor tax 8,800 8,800 8,412 (388)
Corporate excise tax 26,900 26,900 5,407 (21,493)
Hotel & motel tax 38,400 38,400 34,759 (3,641)
TVA & special impact funds 111,885 111,885 118,752 6,867
Miscellaneous 81,600 81,600 81,693 93
City streets 250,083 250,083 195,631 (54,452)
968,746 968,746 918,019 (50,727)
Licenses and permits:
Beer & liquor permits 4,000 4,000 2,050 (1,950)
Building permits 20,000 20,000 6,075 (13,925)
24,000 24,000 8,125 (15,875)

See accompanying notes to financial statements.
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CITY OF KINGSTON, TENNESSEE

GENERAL FUND
STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND
BALANCE
BUDGET AND ACTUAL
YEAR ENDED JUNE 30, 2013
Variance
Budget Favorable/
Original Final Actual (Unfavorable)
Charges for services:
Swimming pool 26,220 26,220 17,678 (8,542)
Parks and recreation 10,600 10,600 6,527 (4,073)
General charges 2,100 2,100 130 (1,970)
City hall rental - - 22,318 22,318
Water and gas contracts 341,500 341,500 341,500 -
Pavilion rental 2,000 2,000 3,367 1,367
382,420 382,420 391,520 9,100
Fines and forfeitures: 77,800 77,800 100,640 22,840
Other revenues:
DOD military surplus - - 9,750 9,750
TML grants 3,500 3,500 3,500 -
Insurance recoveries - - 5,446 5,446
DOT grant 1,500,000 1,853,631 1,853,631 -
Interest 2,000 2,373 2,612 239
1,505,500 1,859,504 1,874,939 15,435
TOTAL REVENUE §$ 6,261,720 § 6,618,554 $ 6,497,513 % (121,041)

See accompanying notes to financial statements.
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CITY OF KINGSTON, TENNESSEE

GENERAL FUND
STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND
BALANCE
BUDGET AND ACTUAL
YEAR ENDED JUNE 30, 2013
Variance
Budget Favorable/
Original Final Actual (Unfavorable)
EXPENDITURES

Legislative 101,475 101,475 94,732 6,743
City court 24,323 24,873 24,820 53
City manager 115,207 117,993 115,967 2,026
Financial administration 421,852 419,352 380,307 39,045
Planning and zoning 10,254 10,254 10,042 212
City hall buildings maintenance 88,740 88,740 65,178 23,562
Other expense 208,796 208,796 199,694 9,102
Animal control 20,310 20,310 18,607 1,703
Police 935,393 942,893 938,547 4,346
Fire protection 891,785 891,785 836,654 55,131
Fire safers grant - - - -
Building and codes 15,828 15,828 14,356 1,472
Public works 825,082 822,269 785,833 36,436
State street aid 161,175 149,175 139,097 10,078
Capital improvements 811,446 3,996,024 3,719,102 276,922
Recreation 587,077 594,635 552,009 42,626
Swimming pools 37,185 37,185 22,192 14,993
Library 208,294 208,294 208,276 18
5,464,222 8,649,881 8,125,413 524,468

See accompanying notes to financial statements.
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CITY OF KINGSTON, TENNESSEE

GENERAL FUND
STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND
BALANCE
BUDGET AND ACTUAL
YEAR ENDED JUNE 30, 2013
Variance
Budget Favorable/
Original Final Actual (Unfavorable)
Debt service:
Bond principal 100,000 100,000 622,536 (522,536)
Note principal 169,827 169,827 141,868 27,959
Interest expense 62,230 62,230 53,886 8,344
332,057 332,057 818,290 (486,233)
TOTAL EXPENDITURES 5,796,279 8,981,938 8,943,703 38,235
Excess of Revenue over
Over Expenditures 465,441 (2,363,384) (2,446,190) (159,276)
OTHER FINANCING SOURCES
Debt proceeds (738,000) 2,108,220 2,348,987 (240,767)
Transfers in 51,733 39,998 36,434 3,564
TOTAL OTHER FINANCING
SOURCES (686,267) 2,148,218 2,385,421 (237,203)
Excess of Revenues and Other
Financing Sources over
Expenditures (220,826) (215,166) (60,769) (275,935)
FUND BALANCE AT THE
BEGINNING OF THE YEAR 1,843,679 1,843,679 1,843,679 -
FUND BALANCE AT THE
END OF THE YEAR $ 1,622,853 § 1,628,513 $ 1,782,910 $ (275,935)

See accompanying notes to financial statements.
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CITY OF KINGSTON, TENNESSEE

PROPRIETARY FUND - WATER AND SEWER FUND

STATEMENT OF NET POSITION
YEAR ENDED JUNE 30, 2013

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Accounts receivable
Grants receivable
Inventories

TOTAL CURRENT ASSETS

OTHER ASSETS
Restricted cash
Unamortized bond discount
Capital assets
Utility plant, net
TOTAL OTHER ASSETS

TOTAL ASSETS

LIABILITIES AND NET POSITION

CURRENT LIABILITIES
Accounts payable
Accrued employee benefits
Other payables
Current portion of long- term debt
Interest payable

TOTAL CURRENT LIABILITIES

LONG-TERM LIABILITIES
Deferred taxes
Bonds payable

TOTAL LONG-TERM LIABILITIES

NET POSITION
Invested in capital assets, net of related debt
Restricted
Unrestricted

TOTAL NET POSITION

TOTAL LIABILITIES AND NET POSITION

See accompanying notes to financial statements.
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$ 1,335,259
755,143
416,643

72,725

2,579,770

2,898,696
10,640

18,314,679
21,224,015

$ 23,803,785

$ 9,174
20,000
(10,306)
466,225
5,187

490,280

98,644
10,213,599

10,312,243

7,634,855
2,898,696
2,467,711
13,001,262

$ 23,803,785




CITY OF KINGSTON, TENNESSEE
PROPRIETARY FUND - WATER AND SEWER FUND
STATEMENT OF REVENUES, EXPENSES, AND CHANGES

IN NET POSITION
YEAR ENDED JUNE 30, 2013
OPERATING REVENUE \

Sales $ 3,013,284
Other operating revenue 1,715

TOTAL OPERATING REVENUE 3,014,999

OPERATING EXPENSES

Auditing and accounting 20,085
Legal and professional 5,839
Subscriptions and dues 11,526
Salaries 641,892
Payroll taxes 49,419
Retirement 42,599
Utilities 185,739
Telephones and pagers 31,495
Education and training 3,745
Chemicals and lab 179,556
Garbage disposal-landfill 25,387
Auto expense 39,687
Equipment maintenance 149,910
Infiltration inflow 123,399
Repairs 33,124
Ground maintenance 17,826
Building maintenance 18,293
Hospital and health insurance 185,733
Safety supplies 6,112
Insurance 119,101
Travel 8,314
Operating supplies 74,346
Contract operations 320,000
Uniforms and safety boots 8,615
Depreciation and amortization 479,500
Other operating expenses 6,362

TOTAL OPERATING EXPENSES 2,787,604

OPERATING INCOME 227,395

See accompanying notes to financial statements.
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CITY OF KINGSTON, TENNESSEE
PROPRIETARY FUND —- WATER AND SEWER FUND
STATEMENT OF REVENUES, EXPENSES, AND CHANGES
IN NET POSITION
YEAR ENDED JUNE 30, 2013

NONOPERATING REVENUES (EXPENSES)

Grant proceeds 491,663
Interest income 3,997
Interest expense (133,291)
TOTAL NONOPERATING REVENUES (EXPENSES) 362,369
CHANGE IN NET POSITION 589,764
NET POSITION AT THE BEGINNING OF THE YEAR 12,411,498
NET POSITION AT THE END OF THE YEAR $ 13,001,262

See accompanying notes to financial statements.
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CITY OF KINGSTON, TENNESSEE
PROPRIETARY FUND - WATER AND SEWER FUND
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2013

Cash Flows From Operating Activities

Cash received from customers $ 2,859,200
Cash paid to suppliers (1,644,401)
Cash paid to employees (641,892)
Net cash provided by operating activities 572,907
Cash Flows From Capital and Related Financing Activities
Acquisition and construction of capital assets (3,673,808)
Proceeds from long-term debt 61,625
Grants received for capital purposes 2,280,818
Principal paid on long-term debt (422,180)
Interest expense (132,926)
Net cash used by capital and related financing activities (1,886,471)
Cash Flows From Investing Activities
Interest earned 3,997
Net cash provided by investing activities 3,997
Net decrease in cash and cash equivalents (1,309,567)
Cash and restricted cash equivalents at the beginning of year 5,543,522
Less: Restricted cash (2,898,696)
Cash and cash equivalents at end of year $ 1,335,259

Reconciliation of net operating income to net cash flows from operating activities:

Cash Flows From Operating Activities
Operating income $ 227,395
Adjustments to reconcile operating income to net
cash provided by operating activities
Depreciation & amortization 479,500
Changes in operating assets and liabilities
(Increase) decrease in assets:

Accounts receivable (155,799)
Inventory 25,516
Increase (decrease) in liabilities:
Accounts payable 6,601
Accrued employee benefits -
Due to general fund (10,306)
Net cash flows from operating activities $ 572,907
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CITY OF KINGSTON, TENNESSEE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City of Kingston, Tennessee, (the "City") have been prepared in
conformity with accounting principles generally accepted in the United States of America as
applied to government units. The Governmental Accounting Standards Board (GASB) is the
accepted standard setting body for establishing governmental accounting and financial reporting
principles. The more significant accounting policies of the City are described below.

Reporting Entity

The City of Kingston, Tennessee was incorporated in 1903 under the provisions of the State of
Tennessee and operates under a Council-Manager form of government. It has the usual
corporate powers of municipalities, including taxation, entering into contracts, and issuing
bonds. The following services are authorized by Charter: Public Safety (Police and Fire),
Streets, Sanitation, Health and Social Services, Culture-Recreation, Public Improvements,
Planning and Zoning, Water and Sewer and General Administrative duties.

The City, for financial purposes, includes all of the funds relevant to the operations of the City of
Kingston, Tennessee. The financial statements presented herein do not include agencies which
have been formed under applicable state laws as separate and distinct units of government apart
from the City of Kingston, Tennessee.

The financial statements of the City include the General Fund, the Drug Fund, the Waste
Management Fund, and the Water and Waste Water Department.

Government-wide and Fund financial statements

The government-wide financial statements (i.e., the statement of net position and the statement
of activities), report information about the primary government and its component units. These
statements include the financial activities of the overall government. These statements
distinguish between the governmental and business-type activities of the City. Governmental
activities are generally financed through taxes and intergovernmental revenues and are reported
separately from business-type activities, which are financed in whole or in part by fees and
charges to external parties.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segments are offset by program revenue. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include 1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or privileges
provided by a given function or segment and 2) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function or segment. Taxes and
other items not properly included among programs revenue are reported instead as general
revenue.
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CITY OF KINGSTON, TENNESSEE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ( CONT.)

Separate financial statements are provided for governmental funds and proprietary funds. Major
individual governmental funds and major individual enterprise funds are reported as separate
columns in the fund financial statements.

The following fund types are used by the City:

Governmental Funds

The focus of the governmental funds’ measurement (in the fund statements) is upon determination of
financial position and changes in financia